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 31 

Section 3120.10  Purpose 32 

 33 

a) The purpose of this Part is to require insurance producers to act in the best interest 34 

of the consumer when making a recommendation of an annuity and to require 35 

insurers to establish and maintain a system to supervise recommendationsset forth 36 

standards and procedures for recommendations by insurers or insurance producers 37 

to consumers that result in a transaction involving annuity products so that the 38 

insurance needs and financial objectives of consumers at the time of the 39 

transaction are effectivelyappropriately addressed. 40 

 41 

b) Nothing in this Part shall be construed to create or imply a private cause of action 42 

for a violation of this Part or to subject an insurance producer to civil liability 43 
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under the best interest standard of care outlined in Section 3120.50 of this Part or 44 

under standards governing the conduct of a fiduciary or a fiduciary relationship. 45 

 46 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 47 

 48 

Section 3120.20  Scope 49 

 50 

This Part shall apply to any sale or recommendation ofto purchase, exchange or replace an 51 

annuity made to a consumer by an insurance producer, or an insurer when no producer is 52 

involved, that results in the purchase, exchange or replacement recommended. 53 

 54 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 55 

 56 

Section 3120.30  Exemptions 57 

 58 

Unless otherwise specifically included, this Part shall not apply to transactionsrecommendations 59 

involving: 60 

 61 

a) Direct response solicitations where there is no recommendation based on 62 

information collected from the consumer pursuant to this Part; 63 

 64 

b) Contracts used to fund: 65 

 66 

1) An employee pension or welfare benefit plan that is covered by the 67 

Employee Retirement and Income Security Act (ERISA); 68 

 69 

2) A plan described by sections 401(a), 401(k), 403(b), 408(k) or 408(p) of 70 

the Internal Revenue Code (IRC) (26 USCS 401 et seq.), as amended, if 71 

established or maintained by an employer; 72 

 73 

3) A government or church plan defined in section 414 of the IRC, a 74 

government or church welfare benefit plan, or a deferred compensation 75 

plan of a state or local government or tax exempt organization under 76 

section 457 of the IRC; or 77 

 78 

4) A nonqualified deferred compensation arrangement established or 79 

maintained by an employer or plan sponsor; 80 

 81 

c5) Settlements of or assumptions of liabilities associated with personal injury 82 

litigation or any dispute or claim resolution process; or 83 

 84 

d6) Formal prepaid funeral contracts. 85 

 86 
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(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 87 

 88 

Section 3120.40  Definitions 89 

 90 

"Annuity" means an insurance product under IllinoisState law that is sold by 91 

insurance companies in which the insurer provides for either a single income 92 

payment or a series of income payments at regular intervals in exchange for a 93 

single premium (contribution) or multiple premiums (contributions) paid by the 94 

annuitant.that is individually solicited, whether the product is classified as an 95 

individual or group annuity. 96 

 97 

"Cash compensation" means any discount, concession, fee, service fee, 98 

commission, sales charge, loan, override, or cash benefit received by an insurance 99 

producer directly from the consumer or in connection with the recommendation or 100 

sale of an annuity from an insurer or intermediary. 101 

 102 

"Code" means the Illinois Insurance Code [215 ILCS 5]. 103 

 104 

"Consumer Profile Information" means information that is reasonably appropriate 105 

to determine whether a recommendation addresses the consumer’s financial 106 

situation, insurance needs, and financial objectives, including, at a minimum, the 107 

following: 108 

 109 

Age; 110 

 111 

Annual income; 112 

 113 

Financial situation and needs, including debts and other obligations; 114 

 115 

Financial experience; 116 

 117 

Insurance needs; 118 

 119 

Financial objectives; 120 

 121 

Intended use of the annuity; 122 

 123 

Financial time horizon; 124 

 125 

Existing assets or financial products, including investment, annuity, and 126 

life insurance holdings; 127 

 128 

Liquidity needs; 129 
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 130 

Liquid net worth; 131 

 132 

Risk tolerance, including but not limited to willingness to accept non-133 

guaranteed elements in the annuity;  134 

 135 

Financial resources used to fund the annuity; and 136 

 137 

Tax status. 138 

 139 

"Continuing education credit" or "CE credit" means one continuing education 140 

credit as defined in 50 Ill. Adm. Code 3119. 141 

 142 

"Continuing Education Provider" or "CE Provider" means an individual or entity 143 

that is approved to offer continuing education courses pursuant to 50 Ill. Adm. 144 

Code 3119. 145 

 146 

"Department" means the Illinois Department of Insurance. 147 

 148 

"Director" means the Director of the Illinois Department of Insurance.  149 

 150 

"FINRA" means the Financial Industry Regulatory Authority or a succeeding 151 

agency. 152 

 153 

"General Agency" means an insurance agency that provides supervision on behalf 154 

of an insurer's sales force in a particular geographic region. 155 

 156 

"Independent Agency" means an insurance agency comprised of independent 157 

contractors who sell insurance with one or more insurers. 158 

 159 

"Insurance Producer" means a person or entity required to be licensed under the 160 

laws of this State to sell, solicit, or negotiate insurance, including annuities.  For 161 

purposes of this Part, "Insurance Producer" includes an insurer where no person 162 

or entity is involved. 163 

 164 

"Insurer" means an entity required to be licensed under the laws of this State to 165 

provide insurance products, including annuities.  166 

 167 

"Intermediary" means an entity contracted directly with an insurer or with another 168 

entity contracted with an insurer to facilitate the sale of the insurer’s annuities by 169 

insurance producers. 170 

 171 



  JCAR503120-2215424r02 

 

 

"Material conflict of interest" means a financial interest of the insurance producer 172 

in the sale of an annuity that a reasonable person would expect to influence the 173 

impartiality of a recommendation.  "Material conflict of interest" does not include 174 

cash compensation or non-cash compensation. 175 

 176 

"Non-cash compensation" means any form of compensation that is not cash 177 

compensation, including, but not limited to, health insurance, office rent, office 178 

support, and retirement benefits. 179 

 180 

"Non-guaranteed elements" means the premiums, credited interest rates (including 181 

any bonus), benefits, values, dividends, non-interest-based credits, charges, or 182 

elements of formulas used to determine any of these elements, that are subject to 183 

insurance company discretion and are not guaranteed at issue.  An element is 184 

considered non-guaranteed if any of the underlying non-guaranteed elements are 185 

used in its calculation. 186 

 187 

"Recommendation" means advice provided by an insurance producer, or an 188 

insurer when no insurance producer is involved, to an individual consumer that 189 

was intended to result or does resultresults in a purchase, exchange, or 190 

replacement of an annuity in accordance with that advice.  "Recommendation" 191 

does not include general communication to the public, generalized customer 192 

services assistance or administrative support, general educational information and 193 

tools, prospectuses, or other product and sales material. 194 

 195 

"Replacement" means anya transaction in which a new annuity willpolicy or 196 

contract is to be purchased, and it is known or should be known to the proposing 197 

insurance producer, or to the proposing insurer if there is no insurance producer 198 

involved, that becauseby reason of the transaction an existing annuity or other 199 

insurance policy or contract has been or is to be any of the following: 200 

 201 

Lapsed, forfeited, surrendered or partially surrendered, assigned to the 202 

replacing insurer, or otherwise terminated; 203 

 204 

Converted to reduced paid-up insurance, continued as extended term 205 

insurance, or otherwise reduced in value by the use of nonforfeiture 206 

benefits or other policy values; 207 

 208 

Amended so as to effect either a reduction in benefits or in the term for 209 

which coverage would otherwise remain in force or for which benefits 210 

would be paid; 211 

 212 

Reissued with any reduction in cash value; or 213 

 214 
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Pledged as collateral or subjected to borrowing, whether in a single loan or 215 

under a schedule of borrowing over a period of time for amounts in the 216 

aggregate exceeding 25% of the loan value set forth in the policyUsed in a 217 

financed purchase. 218 

 219 

"Replacing Insurer" means the insurance company that issues a new annuity 220 

which is a replacement of an existing policy or contract. 221 

 222 

"SEC" means the United States Securities and Exchange Commission. 223 

 224 

Suitability Information means information that is reasonably appropriate to 225 

determine the suitability of a recommendation, including the following: 226 

 227 

Age; 228 

 229 

Annual income; 230 

 231 

Financial situation and needs, including the financial resources used for 232 

the funding of the annuity; 233 

 234 

Financial experience; 235 

 236 

Financial objectives; 237 

 238 

Intended use of the annuity; 239 

 240 

Financial time horizon; 241 

 242 

Existing assets, including investment and life insurance holdings; 243 

 244 

Liquidity needs; 245 

 246 

Liquid net worth; 247 

 248 

Risk tolerance; and 249 

 250 

Tax status. 251 

 252 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 253 

 254 

Section 3120.50  Duties of Insurers and Insurance Producers 255 

 256 
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a) Best Interest Obligations.  An insurance producer, when making a 257 

recommendation of an annuity, shall act in the best interest of the consumer under 258 

the circumstances known at the time the recommendation is made without placing 259 

the insurance producer’s or the insurer’s financial interest ahead of the 260 

consumer’s interest. An insurance producer has acted in the best interest of the 261 

consumer if the insurance producer has satisfied the following obligations 262 

regarding care, disclosure, conflict of interest, and documentation: 263 

 264 

1) Care obligation 265 

 266 

A) The insurance producer, in making a recommendation, shall 267 

exercise reasonable diligence, care, and skill to: 268 

 269 

i) Know the consumer’s financial situation, insurance needs 270 

and financial objectives; 271 

 272 

ii) Understand the available recommendation options after 273 

making a reasonable inquiry into options available to the 274 

insurance producer; 275 

 276 

iii) Have a reasonable basis to believe the recommended option 277 

effectively addresses the consumer’s financial situation, 278 

insurance needs, and financial objectives over the life of the 279 

product, as evaluated in light of the consumer profile 280 

information; and 281 

 282 

iv) Communicate to the consumer the basis or bases of the 283 

recommendation. 284 

 285 

B) The requirements under subsection (a)(1)(A) include making 286 

reasonable efforts to obtain consumer profile information from the 287 

consumer before recommending an annuity. 288 

 289 

C) The requirements under subsection (a)(1)(A) require an insurance 290 

producer to consider the types of products the insurance producer 291 

is authorized and licensed to recommend or sell that address the 292 

consumer’s financial situation, insurance needs, and financial 293 

objectives. This does not require analysis or consideration of any 294 

products outside the authority and license of the insurance 295 

producer or other possible alternative products or strategies 296 

available in the market at the time of the recommendation. 297 

Insurance Producers shall be held to standards applicable to 298 

insurance producers with similar authority and licensure. 299 
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 300 

D) The requirements under this subsection (a) do not create a 301 

fiduciary obligation or relationship and only create a regulatory 302 

obligation as established in this Part. 303 

 304 

E) The consumer profile information, characteristics of the insurer, 305 

and product costs, rates, benefits, and features are those factors 306 

generally relevant in determining whether an annuity effectively 307 

addresses the consumer’s financial situation, insurance needs, and 308 

financial objectives, but the level of importance of each factor 309 

under the care obligation of this subsection (a)(1) may vary 310 

depending on the facts and circumstances of a particular case.  311 

However, each factor may not be considered in isolation. 312 

 313 

F) The requirements under subsection (a)(1)(A) include having a 314 

reasonable basis to believe the consumer would benefit from 315 

certain features of the annuity, such as annuitization, death or 316 

living benefit, or other insurance-related features. 317 

 318 

G) The requirements under subsection (a)(1)(A) apply to the particular 319 

annuity as a whole and the underlying subaccounts to which funds 320 

are allocated at the time of purchase or exchange of  an annuity, 321 

and riders and similar product enhancements, if any. 322 

 323 

H) The requirements under subsection (a)(1)(A) do not mean the 324 

annuity with the lowest one-time or multiple occurrence 325 

compensation structure must necessarily be recommended. 326 

 327 

I) The requirements under subsection (a)(1)(A) do not mean the 328 

insurance producer has ongoing monitoring obligations under the 329 

care obligation under this subsection (a)(1), although such an 330 

obligation may be separately owed under the terms of a fiduciary, 331 

consulting, investment advising or financial planning agreement 332 

between the consumer and the insurance producer. 333 

 334 

J) In the case of an exchange or replacement of an annuity, the 335 

insurance producer shall consider the whole transaction, which 336 

includes taking into consideration whether:  337 

 338 

i) The consumer will incur a surrender charge, be subject to 339 

the commencement of a new surrender period, lose existing 340 

benefits, such as death, living, or other contractual benefits, 341 
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or be subject to increased fees, investment advisory fees, or 342 

charges for riders and similar product enhancements;  343 

 344 

ii) The replacing product would substantially benefit the 345 

consumer in comparison to the replaced product over the 346 

life of the product; and  347 

 348 

iii) The consumer had another annuity exchange or 349 

replacement and, in particular, an exchange or replacement 350 

within the preceding 60 months. 351 

 352 

K) Nothing in this Part should be construed to require an insurance 353 

producer to obtain any license other than an insurance producer 354 

license that authorizes the sale, solicitation or negotiation of 355 

insurance in Illinois, including but not limited to any securities 356 

license, in order to fulfill the duties and obligations contained in 357 

this Part, provided the insurance producer does not give advice or 358 

provide services that are otherwise subject to securities laws or 359 

engage in any other activity requiring other professional licenses. 360 

 361 

2) Disclosure Obligation 362 

 363 

A) Before recommending or selling an annuity, the insurance 364 

producer shall prominently disclose to the consumer on a form 365 

substantially similar to the form that appears in Appendix A: 366 

 367 

i) A description of the scope and terms of the relationship 368 

with the consumer and the role of the insurance producer in 369 

the transaction; 370 

 371 

ii) An affirmative statement on whether the insurance 372 

producer is licensed and authorized to sell the following 373 

products: 374 

 375 

• Fixed annuities; 376 

 377 

• Fixed indexed annuities; 378 

 379 

• Variable annuities; 380 

 381 

• Life insurance; 382 

 383 

• Mutual funds; 384 



  JCAR503120-2215424r02 

 

 

 385 

• Stocks and bonds; and 386 

 387 

• Certificates of deposit 388 

 389 

iii) An affirmative statement describing the insurers for which 390 

the insurance producer is authorized, contracted (or 391 

appointed), or otherwise able to sell insurance products, 392 

using the following descriptions: 393 

 394 

• From one insurer; 395 

 396 

• From two or more insurers; or 397 

 398 

• From two or more insurers although primarily 399 

contracted with one insurer. 400 

 401 

iv) A description of the sources and types of cash 402 

compensation and non-cash compensation to be received 403 

by the insurance producer, including whether the insurance 404 

producer is to be compensated for the sale of a 405 

recommended annuity by commission as part of a premium 406 

or other remuneration received from the insurer, 407 

intermediary or other insurance producer or by fee as a 408 

result of a contract for advice or consulting services; and 409 

 410 

v) A notice of the consumer’s right to request additional 411 

information regarding cash compensation described in 412 

subsection (a)(2)(B); 413 

 414 

B) Upon request of the consumer or the consumer’s designated 415 

representative, the insurance producer shall disclose: 416 

 417 

i) A reasonable estimate of the amount of cash compensation 418 

to be received by the insurance producer, which may be 419 

stated as a range of amounts or percentages; and 420 

 421 

ii) Whether the cash compensation is a one-time or multiple 422 

occurrence amount, and if a multiple occurrence amount, 423 

the frequency and amount of the occurrence, which may be 424 

stated as a range of amounts or percentages; and 425 

 426 
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C) Before or at the time of the recommendation or sale of an annuity, 427 

the insurance producer shall have a reasonable basis to believe the 428 

consumer has been informed of various features of the annuity, 429 

such as the potential surrender period and surrender charge, 430 

potential tax penalty if the consumer sells, exchanges, surrenders 431 

or annuitizes the annuity, mortality and expense fees, investment 432 

advisory fees, any annual fees, potential charges for and features of 433 

riders or other options of the annuity, limitations on interest 434 

returns, potential changes in non-guaranteed elements of the 435 

annuity, insurance and investment components and market risk. 436 

 437 

3) Conflict of Interest Obligation.  An insurance producer shall identify and 438 

avoid or reasonably manage and disclose to the consumer material 439 

conflicts of interest, including material conflicts of interest related to an 440 

ownership interest. 441 

 442 

4) Documentation Obligation.  An insurance producer shall at the time of 443 

recommendation or sale: 444 

 445 

A) Make a written record of any recommendation and the basis for the 446 

recommendation subject to this Part; 447 

 448 

B) Obtain a consumer-signed statement on a form substantially 449 

similar to Appendix B documenting: 450 

 451 

i) A customer’s refusal to provide the consumer profile 452 

information, if any;  453 

 454 

ii) A customer’s understanding of the ramifications of not 455 

providing consumer profile information or providing 456 

insufficient consumer profile information; and 457 

 458 

C) Obtain a consumer-signed statement on a form substantially 459 

similar to Appendix C acknowledging the annuity transaction is 460 

not recommended if a customer decides to enter into an annuity 461 

transaction that is not based on the insurance producer’s 462 

recommendation. 463 

 464 

5) Application of Best Interest Obligation.  Any requirement applicable to an 465 

insurance producer under this subsection (a) shall apply to every insurance 466 

producer who has exercised material control or influence in the making of 467 

a recommendation and has received direct compensation as a result of the 468 

recommendation or sale, regardless of whether the insurance producer had 469 
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any direct contact with the consumer. Activities such as providing or 470 

delivering marketing or educational materials, product wholesaling or 471 

other back-office product support, and general supervision of an insurance 472 

producer do not, in and of themselves, constitute material control or 473 

influence. 474 

 475 

a) In recommending to a consumer the purchase of an annuity or the exchange of an 476 

annuity that results in another insurance transaction or series of insurance 477 

transactions, the insurance producer, or the insurer when no producer is involved, 478 

shall have reasonable grounds for believing that the recommendation is suitable 479 

for the consumer on the basis of the facts disclosed by the consumer as to his or 480 

her investments and other insurance products and as to his or her financial 481 

situation and needs, including the consumer's suitability information, and that 482 

there is a reasonable basis to believe all of the following: 483 

 484 

1) The consumer has been reasonably informed of various features of the 485 

annuity, such as the potential surrender period and surrender charge, 486 

potential tax penalty if the consumer sells, exchanges, surrenders or 487 

annuitizes the annuity, mortality and expense fees, investment advisory 488 

fees, potential charges for and features of riders, limitations on interest 489 

returns, insurance and investment components and market risk; 490 

 491 

2) The consumer would benefit from certain features of the annuity, such as 492 

tax-deferred growth, annuitization or death or living benefit; 493 

 494 

3) The particular annuity as a whole, the underlying subaccounts to which 495 

funds are allocated at the time of purchase or exchange of the annuity, and 496 

riders and similar product enhancements, if any, are suitable (and in the 497 

case of an exchange or replacement, the transaction as a whole is suitable) 498 

for the particular consumer based on his or her suitability information; and 499 

 500 

4) In the case of an exchange or replacement of an annuity, the exchange or 501 

replacement is suitable, including taking into consideration whether: 502 

 503 

A) The consumer will incur a surrender charge, be subject to the 504 

commencement of a new surrender period, lose existing benefits 505 

(such as death, living, or other contractual benefits), or be subject 506 

to increased fees, investment advisory fees or charges for riders 507 

and similar product enhancements; 508 

 509 

B) The consumer would benefit from product enhancements and 510 

improvements; and 511 

 512 
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C) The consumer has had another annuity exchange or replacement 513 

and, in particular, an exchange or replacement within the preceding 514 

36 months. 515 

 516 

b) Transactions Not Based on a Recommendation 517 

 518 

1) Except as provided under subsection (b)(2), an insurance producer shall 519 

have no obligation to a consumer under subsection (a)(1) related to any 520 

annuity transaction if: 521 

 522 

A) No recommendation is made; 523 

 524 

B) A recommendation was made and was later found to have been 525 

prepared based on materially inaccurate information provided by 526 

the consumer; 527 

 528 

C) A consumer refused to provide relevant consumer profile 529 

information and the annuity transaction is not recommended; or 530 

 531 

D) A consumer decides to enter into an annuity transaction that is not 532 

based on a recommendation of the insurance producer. 533 

 534 

2) An insurer’s issuance of an annuity subject to subsection (b)(1) shall be 535 

reasonable under all the circumstances actually known to the insurer at the 536 

time the annuity is issued. 537 

 538 

b) Prior to the execution of a purchase, exchange or replacement of an annuity 539 

resulting from a recommendation, an insurance producer, or an insurer when no 540 

producer is involved, shall make reasonable efforts to obtain the consumer's 541 

suitability information. 542 

 543 

c) Supervision System  544 

 545 

1) Except as permitted under subsection (bd), an insurer mayshall not issue 546 

an annuity recommended to a consumer unless there is a reasonable basis 547 

to believe the annuity would effectively address the particular consumer’s 548 

financial situation, insurance needs, and financial objectives based on the 549 

consumer’s consumer profile informationis suitable based on the 550 

consumer's suitability information. 551 

 552 

d) Recommendation to Consumers 553 

 554 
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1) Except as provided under subsection (d)(2), neither an insurance producer, 555 

nor an insurer, shall have any obligation to a consumer under subsection 556 

(a) or (c) related to any annuity transaction if: 557 

 558 

A) No recommendation is made; 559 

 560 

B) A recommendation was made and was later found to have been 561 

prepared based on materially inaccurate information provided by 562 

the consumer;  563 

 564 

C) A consumer refuses to provide relevant suitability information and 565 

the annuity transaction is not recommended; or  566 

 567 

D) A consumer decides to enter into an annuity transaction that is not 568 

based on a recommendation of the insurer or the insurance 569 

producer. 570 

 571 

2) An insurer's issuance of an annuity subject to subsection (d)(1) shall be 572 

reasonable under all the circumstances actually known to the insurer at the 573 

time the annuity is issued. 574 

 575 

e) An insurance producer or, when no insurance producer is involved, the 576 

responsible insurer representative, shall, at the time of sale: 577 

 578 

1) Make a record of any recommendation subject to Section 3120.50(a) of 579 

this Part; 580 

 581 

2) Obtain a customer signed statement documenting a customer's refusal to 582 

provide suitability information, if any; and  583 

 584 

3) Obtain a customer signed statement acknowledging that an annuity 585 

transaction is not recommended if a customer decides to enter into an 586 

annuity transaction that is not based on the insurance producer's or 587 

insurer's recommendation. 588 

 589 

f) Supervision of Recommendations 590 

 591 

21) An insurer shall establish and maintain a supervision system that is 592 

reasonably designed to achieve the insurer's and its insurance producers' 593 

compliance with this Part, including, but not limited to, the following: 594 

 595 

A) The insurer shall establish and maintain and incorporate reasonable 596 

procedures to inform its insurance producers of the requirements of 597 
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this Part and shall incorporate the requirements of this 598 

Partregulation into relevant insurance producer training manuals; 599 

 600 

B) The insurer shall establish and maintain standards for insurance 601 

producer product training and shall establish and maintain 602 

reasonable procedures to require its insurance producers to comply 603 

with the requirements of Section 3120.60 of this Part;   604 

 605 

C) The insurer shall provide product-specific training and training 606 

materials that explain all material features of its annuity products 607 

to its insurance producers; 608 

 609 

D) The insurer shall establish and maintain procedures for the review 610 

of each recommendation prior to issuance of an annuity that are 611 

designed to ensure that there is a reasonable basis to determine that 612 

the recommended annuity would effectively address the particular 613 

consumer’s financial situation, insurance needs, and financial 614 

objectivesa recommendation is suitable.  The review procedures 615 

may apply a screening system to identifyfor the purpose of 616 

identifying selected transactions for additional review and may be 617 

accomplished electronically or through other means, including, but 618 

not limited to, physical review.  Such aan electronic or other 619 

system may be designed to require additional review only of those 620 

transactions identified for additional review by the selection 621 

criteria; 622 

 623 

E) The insurer shall maintain reasonable procedures to detect 624 

recommendations that are not in compliance with subsections (a), 625 

(b), (d), and (e)suitable.  This may include, but is not limited to, 626 

confirmation of the consumer’s profileconsumer suitability 627 

information, systematic customer surveys, insurance producer and 628 

consumer interviews, confirmation letters, insurance producer 629 

statements or attestations, and programs of internal monitoring.  630 

Nothing in this subsection (c)(2)(E)subsection (f)(1)(E) prevents 631 

an insurer from complying with this subsectionsubsection (f)(1)(E) 632 

by applying sampling procedures, or by confirming the consumer 633 

profilesuitability information or other required information under 634 

this Section after issuance or delivery of the annuity; and 635 

 636 

F) The insurer shall establish and maintain reasonable procedures to 637 

assess, prior to or upon the issuance or delivery of an annuity, 638 

whether an insurance producer has provided to the consumer the 639 

information required to be provided under this Section; 640 
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 641 

G) The insurer shall establish and maintain reasonable procedures to 642 

identify and address suspicious consumer refusals to provide 643 

consumer profile information; 644 

 645 

H) The insurer shall establish and maintain reasonable procedures to 646 

identify and eliminate any sales contests, sales quotas, bonuses, 647 

and non-cash compensation that are based on the sales of specific 648 

annuities within a limited period of time.  The requirements of this 649 

subsection (c)(2)(H) are not intended to prohibit the receipt of 650 

health insurance, office rent, office support, retirement benefits, or 651 

other employee benefits by employees as long as those benefits are 652 

not based upon the volume of sales of a specific annuity within a 653 

limited period of time; and 654 

 655 

IF) The insurer shall annually provide a written report to senior 656 

management, including the senior manager responsible for audit 657 

functions, that details a review, with appropriate testing, 658 

reasonably designed to determine the effectiveness of the 659 

supervision system, the exceptions found, and corrective action 660 

taken or recommended, if any. 661 

 662 

32) Nothing in this subsection (c)(f) restricts an insurer from contracting for 663 

the performance of a function (including maintenance of procedures) 664 

required under this subsection (f)(1).  An insurer is responsible for taking 665 

appropriate corrective action and may be subject to sanctions and penalties 666 

pursuant to Section 3120.90 of this Part regardless of whether the insurer 667 

contracts for the performance of a function and regardless of the insurer's 668 

compliance with subsection (c)(4)(f)(3). 669 

 670 

43) An insurer's supervision system under this subsection (c)(f)(1) shall 671 

include supervision of contractual performance under this subsection 672 

(c)(4) (f)(3).  This includes, but is not limited to, the following: 673 

 674 

A) Monitoring and, as appropriate, conducting audits to assure that the 675 

contracted function is properly performed; and 676 

 677 

B) Annually obtaining a certification from a senior manager who has 678 

responsibility for the contracted function that the manager has a 679 

reasonable basis to represent, and does represent, that the function 680 

is properly performed.  681 

 682 

54) An insurer is not required to include in its system of supervision: 683 
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 684 

A) Anan insurance producer's recommendations to consumers of 685 

products other than the annuities offered by the insurer; or 686 

 687 

B) Consideration of or comparison to options available to the 688 

insurance producer or compensation relating to those options other 689 

than annuities or other products offered by the insurer. 690 

 691 

dg) Prohibited Practices.  Neither anAn insurance producer nor an insurer shall not 692 

dissuade, or attempt to dissuade, a consumer from: 693 

 694 

1) Truthfully responding to an insurer's request for confirmation of consumer 695 

profilesuitability information; 696 

 697 

2) Filing a complaint with the Department; or 698 

 699 

3) Cooperating with the investigation of a complaint. 700 

 701 

e) Safe Harbor 702 

 703 

1h) Recommendations and salesSales made in compliance with comparable 704 

standardsFINRA requirements pertaining to suitability and supervision of 705 

annuity transactions shall satisfy the requirements of this Part.  This 706 

subsection applies to all recommendations and sales of annuities made by 707 

financial professionals in compliance with business rules, controls, and 708 

procedures that satisfy a comparable standard even if that standard would 709 

not otherwise apply to the product or recommendation at issueFINRA 710 

broker-dealer sales of variable annuities and fixed annuities if the 711 

suitability and supervision is similar to those applied to variable annuity 712 

sales.  However, nothing in this subsection limitsshall limit the Director's 713 

ability to investigate and enforce (including investigate) the provisions of 714 

this Part. 715 

 716 

2) Nothing in subsection (e)(1) shall limit the insurer’s obligation to comply 717 

with Section 3120.50(c)(1), although the insurer may base its analysis on 718 

information received from either the financial professional or the entity 719 

supervising the financial professional. 720 

 721 

3i) For subsection (e)(1)(h) to apply, an insurer shall: 722 

 723 

A) Monitor the relevant conduct of the financial professional seeking 724 

to rely on subsection (e)(1) or the entity responsible for supervising 725 

the financial professional, such as the financial professional’s 726 
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broker-dealer or an investment adviser registered under federal or 727 

State securities laws using information collected in the normal 728 

course of an insurer’s business; and 729 

 730 

B) Provide to the entity responsible for supervising the financial 731 

professional seeking to rely on subsection (e)(1), such as the 732 

financial professional’s broker-dealer or investment adviser 733 

registered under federal or State securities laws, information and 734 

reports that are reasonably appropriate to assist that entity in 735 

maintaining its supervision system. 736 

 737 

1) Monitor the FINRA member broker-dealer using information collected in 738 

the normal course of an insurer's business; and 739 

 740 

2) Provide to the FINRA member broker-dealer information and reports that 741 

are reasonably appropriate to assist the FINRA member broker-dealer to 742 

maintain its supervision system. 743 

 744 

4) For purposes of this subsection (e), “financial professional” means an 745 

insurance producer that is regulated and acting as: 746 

 747 

A) A broker-dealer registered under federal or State securities laws or 748 

a registered representative of a broker-dealer; 749 

 750 

B) An investment adviser registered under federal or State securities 751 

laws or an investment adviser representative associated with the 752 

federal or state registered investment adviser; or 753 

 754 

C) A plan fiduciary under Section 3(21) of the Employee Retirement 755 

Income Security Act of 1974 (ERISA) (29 U.S.C. 1002(21)) or 756 

fiduciary under Section 4975(e)(3) of the Internal Revenue Code 757 

(IRC) (26 U.S.C. 4975(e)(3)) or any amendments or successor 758 

statutes. 759 

 760 

5) For purposes of this subsection (e), “comparable standards” means: 761 

 762 

A) With respect to broker-dealers and registered representatives of 763 

broker-dealers, applicable SEC and FINRA rules pertaining to best 764 

interest obligations and supervision of annuity recommendations 765 

and sales, including, but not limited to, Regulation Best Interest 766 

(17 CFR 240 (2022; this incorporation does not include any later 767 

amendments or editions)); 768 

 769 
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B) With respect to investment advisers under federal or State 770 

securities laws or investment adviser representatives, the fiduciary 771 

duties and all other requirements imposed on such investment 772 

advisers or investment adviser representatives by contract or under 773 

the Investment Advisers Act of 1940 (15 U.S.C. 80b-1 et seq.), 774 

including, but not limited to, the SEC's Form ADV (see 775 

https://www.sec.gov/about/forms/formadv.pdf); and 776 

 777 

C) With respect to plan fiduciaries or fiduciaries, means the duties, 778 

obligations, prohibitions, and all other requirements attendant to 779 

such status under ERISA or the IRC and any amendments or 780 

successor statutes. 781 

 782 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 783 

 784 

Section 3120.60  Insurance Producer Training 785 

 786 

a) An insurance producer shall not solicit the sale of an annuity product unless the 787 

insurance producer has adequate knowledge of the product to recommend the 788 

annuity and the insurance producer is in compliance with the insurer's standards 789 

for product training.  An insurance producer may rely on insurer-provided 790 

product-specific training standards and materials to comply with this subsection. 791 

 792 

b) The training requirements of subsection (c)(4) may be approved as contiuning 793 

education courses under Section 500-35(b)(1) of the Code. 794 

 795 

bc) Training Requirements 796 

 797 

1) An insurance producer who engages in the sale of annuity products shall 798 

complete a one-time four-hourfour hour credit training course approved by 799 

the Department and provided by a Department-approved education 800 

provider. 801 

 802 

2) Insurance producers who hold a life insurance line of authority after June 803 

30, 2023June 30, 2012 and who desire to sell annuities shall complete the 804 

requirements of this subsectionSection by January 1, 2024July 1, 2012. 805 

Individuals who obtain a life insurance line of authority on or after 806 

January 1, 2024 may not engage in the sale of annuities until the annuity 807 

training course required under this subsectionSection has been completed. 808 

 809 

3) The minimum length of the training required under this Section shall be 810 

sufficient to qualify for at least four CE credits, but may be longer.  When 811 

an annuity product offers any long-termlong term care benefits as defined 812 
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in 50 Ill. Adm. Code 2012.30, the insurance producer shall complete the 813 

training requirements in 50 Ill. Adm. Code 2012.121 prior to selling the 814 

annuity product. 815 

 816 

4) The training required under this Section shall include information on the 817 

following topics: 818 

 819 

A) The types of annuities and various classifications of annuities; 820 

 821 

B) Identification of the parties to an annuity; 822 

 823 

C) How product-specificfixed, variable and indexed annuity contract 824 

featuresprovisions affect consumers; 825 

 826 

D) The application of income taxation of qualified and non-qualified 827 

annuities; 828 

 829 

E) The primary uses of annuities; and 830 

 831 

F) Appropriate standard of conduct, sales practices, replacement, and 832 

disclosure requirements. 833 

 834 

5) Providers of courses intended to comply with this Section shall cover all 835 

topics listed in the prescribed outline and shall not present any marketing 836 

information or provide training on sales techniques or provide specific 837 

information about a particular insurer's products. Additional topics may be 838 

offered in conjunction with and in addition to the required outline. 839 

 840 

6) A provider of an annuity training course intended to comply with this 841 

subsection (b) shall register as a CE provider in this State and comply with 842 

the rules applicable to insurance producer continuing education in 50 Ill. 843 

Adm. Code 3119.30.  844 

 845 

7) An insurance producer who completed an annuity training course 846 

approved by the Department before July 1, 2023 shall, by January 1, 2024, 847 

complete either: 848 

 849 

A) A new four-credit training course approved by the Department that 850 

covers the required topics of (b)(4) in this subsection; or 851 

 852 

B) An additional one-time one-credit training course approved by the 853 

Department and provided by a Department-approved education 854 
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provider on appropriate sales practices, replacement, and 855 

disclosure requirements under this Part. 856 

 857 

8) Annuity training courses may be conducted and completed by classroom, 858 

webinar, or self-study methods in accordance with 50 Ill. Adm. Code 859 

3119.30. 860 

 861 

9) Providers of annuity training shall comply with the reporting requirements 862 

and shall issue certificates of completion in accordance with 50 Ill. Adm. 863 

Code 3119.30. 864 

 865 

106) The satisfaction of thethese training requirements of anotherin any state 866 

that are substantially similar to the provisions of this subsection (b)Section 867 

shall be deemed to satisfy the training requirements of this subsection 868 

(b)Section in Illinoisthis State. 869 

 870 

11) The satisfaction of the components of the training requirements of any 871 

course or courses with components substantially similar to the provisions 872 

of this subsection (b) shall be deemed to satisfy the training requirements 873 

of this subsection (b) in Illinois. 874 

 875 

127) An insurer shall verify that an insurance producer has completed the 876 

annuity training course required under this subsection (b)Section before 877 

allowing the insurance producer to sell an annuity product for that insurer. 878 

An insurer may satisfy its responsibility under this subsection 879 

(b)(12)(b)(10) by obtaining certificates of completion of the training 880 

course or obtaining reports provided by commissioner-sponsored database 881 

systems or vendors sponsored by the insurance commissioners of other 882 

states or from a reasonably reliable commercial database vendor that has a 883 

reporting arrangement with approved insurance education providers. 884 

 885 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 886 

 887 

Section 3120.70  Compliance Mitigations; Penalties 888 

 889 

a) An insurer is responsible for compliance with this Part.  If a violation occurs, 890 

either because of the action or inaction of the insurer or its insurance producer, the 891 

Director may order: 892 

 893 

1) An insurer to take reasonably appropriate corrective action for any 894 

consumer harmed by a failure to comply with this Part by the 895 

insurerinsurer's, an entity contracted to perform the insurer’s supervisory 896 

duties or by theits insurance producerproducer's, violation of this Part; 897 
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 898 

2) A general agency, an independent agency or the insurance producer to 899 

take reasonably appropriate corrective action for any consumer harmed by 900 

the insurance producer's violation of this Part; and 901 

 902 

3) Appropriate penalties and sanctions as, including, but not limited to, those 903 

set forth in Section 3120.90 of this Part. 904 

 905 

b) Any applicable penalty for a violation of this Part may be reduced or eliminated at 906 

the sole discretion of the Director if corrective action for the consumer was taken 907 

promptly after a violation was discovered or the violation was not part of a pattern 908 

or practice. 909 

 910 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 911 

 912 

Section 3120.80  Recordkeeping 913 

 914 

a) Insurers, general agents, independent agencies, and insurance producers shall 915 

maintain and be able to make available to the Director records of the information 916 

collected from the consumer, disclosures made to the consumer, including 917 

summaries of oral disclosures, and other information used in making the 918 

recommendations that were the basis for insurance transactions for 7 years after 919 

the insurance transaction is completed by the insurer.  An insurer is permitted, but 920 

shall not be required, to maintain documentation on behalf of an insurance 921 

producer. 922 

 923 

b) Records required to be maintained by this Part may be maintained in paper, 924 

photographic, microprocess, magnetic, mechanical, or electronic media, or by any 925 

process that accurately reproduces the original document. 926 

 927 

(Source:  Amended at 46 Ill. Reg. ______, effective ____________) 928 

  929 
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Section 3120.APPENDIX A   Insurance Producer Disclosure for Annuities 930 

 931 

Do Not Sign Unless You Have Read and Understand the Information in this Form 932 

 933 

Date:         934 

 935 

INSURANCE PRODUCER INFORMATION (“Me”, “I”, “My”) 936 

 937 

First Name:        Last Name:        938 

 939 

Business\Agency Name:      Website:        940 

 941 

Business Mailing Address:             942 

 943 

Business Telephone Number:            944 

 945 

Email Address:              946 

 947 

Insurance Producer Number in Illinois:           948 

 949 

CUSTOMER INFORMATION (“You”, “Your”) 950 

 951 

First Name:        Last Name:        952 

 953 

What Types of Products Can I Sell You? 954 

I am licensed to sell annuities to you in accordance with Illinois law. If I recommend that you 955 

buy an annuity, it means I believe that it effectively meets your financial situation, insurance 956 

needs, and financial objectives. Other financial products, such as life insurance or stocks, bonds, 957 

and mutual funds, also may meet your needs. 958 

 959 

I offer the following products: 960 

 961 

 Fixed or Fixed Index Annuities 962 

 Variable Annuities 963 

 Life Insurance 964 

 965 

I need a separate license to provide advice about or to sell non-insurance financial products. I 966 

have checked below any non- insurance financial products that I am licensed and authorized to 967 

provide advice about or to sell. 968 

 969 

 Mutual Funds 970 

 Stocks/Bonds 971 

 Certificates of Deposit 972 
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 973 

Whose Annuities Can I Sell to You? 974 

 975 

I am authorized to sell: 976 

 977 

 Annuities from Only One Insurer 978 

 Annuities from Two or More Insurers 979 

 Annuities from Two or More Insurers although I primarily sell annuities from: 980 

           . 981 

 982 

How I’m Paid for My Work: 983 

 984 

It’s important for you to understand how I’m paid for my work. Depending on the particular 985 

annuity you purchase, I may be paid a commission or a fee. Commissions are generally paid to 986 

me by the insurance company while fees are generally paid to me by the consumer. If you have 987 

questions about how I’m paid, please ask me. 988 

 989 

Depending on the particular annuity you buy, I will or may be paid cash compensation as 990 

follows: 991 

 992 

 Commission, which is usually paid by the insurance company or other sources. If 993 

other sources, describe:         . 994 

 995 

 Fees (such as a fixed amount, an hourly rate, or a percentage of your payment), 996 

which are usually paid directly by the customer. 997 

 998 

 Other (Describe):          . 999 

 1000 

If you have questions about the above compensation I will be paid for this transaction, please ask 1001 

me. 1002 

 1003 

I may also receive other indirect compensation resulting from this transaction (sometimes called 1004 

“non-cash” compensation), such as health or retirement benefits, office rent and support, or other 1005 

incentives from the insurance company or other sources. 1006 

 1007 

By signing below, you acknowledge that you have read and understand the information provided 1008 

to you in this document. 1009 

 1010 

       1011 

Customer Signature 1012 

 1013 

       1014 

Date 1015 
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 1016 

       1017 

Insurance Producer Signature 1018 

 1019 

       1020 

Date 1021 

 1022 

(Source:  Added at 46 Ill. Reg. ______, effective ____________) 1023 

  1024 
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 1025 

Section 3120.APPENDIX B   Consumer Refusal to Provide Information  1026 

 1027 

Do Not Sign Unless You Have Read and Understand the Information in this Form 1028 

 1029 

Why are you being given this form?  You’re buying a financial product – an annuity. 1030 

 1031 

To recommend a product that effectively meets your needs, objectives, and situation, the 1032 

insurance producer, broker, or company needs information about you, your financial situation, 1033 

insurance needs, and financial objectives. 1034 

 1035 

If you sign this form, it means you have not given the insurance producer, broker, or company 1036 

some or all the information needed to decide if the annuity effectively meets your needs, 1037 

objectives, and situation. You may lose protections under the Illinois Insurance Code if you sign 1038 

this form or provide inaccurate information. 1039 

 1040 

Statement of Purchaser: 1041 

 1042 

 I REFUSE to provide this information at this time. 1043 

 I have chosen to provide LIMITED information at this time. 1044 

 1045 

       1046 

Customer Signature 1047 

 1048 

       1049 

Date 1050 

 1051 

(Source:  Added at 46 Ill. Reg. ______, effective ____________) 1052 

  1053 
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 1054 

Section 3120.APPENDIX C   Consumer Decision to Purchase an Annuity Not Based on a 1055 

Recommendation  1056 

 1057 

Do Not Sign This Form Unless You Have Read and Understand It. 1058 

 1059 

Why are you being given this form?  You are buying a financial product – an annuity. 1060 

 1061 

To recommend a product that effectively meets your needs, objectives, and situation, the 1062 

producer, broker or company has the responsibility to learn about you, your financial situation, 1063 

insurance needs, and financial objectives. 1064 

 1065 

If you sign this form, it means you know that you’re buying an annuity that was not 1066 

recommended. 1067 

 1068 

Statement of Purchaser: 1069 

 1070 

I understand that I am buying an annuity, but the producer, broker, or company did not 1071 

recommend that I buy it. If I buy it without a recommendation, I understand I may lose 1072 

protections under the Illinois Insurance Code. 1073 

 1074 

       1075 

Customer Signature 1076 

 1077 

       1078 

Date 1079 

 1080 

       1081 

Producer Signature 1082 

 1083 

       1084 

Date 1085 

 1086 

(Source:  Added at 46 Ill. Reg. ______, effective ____________) 1087 


